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1.  \z¤z¨v¢~ ̂ ¤©«¨v¤xz VY =h^^> 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c 273.4 m Assets and BGN 198.4m Liabilities 

leading to Own Funds amount of BGN 75m .  

Tiering:  

Basic own funds are comprised only by 

Tier I items:  
- Ordinary Share Capital  BGN 47m 

- Reconciliation Reserve BGN 28m 

Mainly as a result of the adjustments 

to technical provisions and insurance 

receivables, combined with the impact 

on deferred tax liability, the Own 

Funds decreased by BGN 4,4m. 

 

The structure of the balance sheet is presented below:  

 

  
As analyzed below, the total A ssets decreased by BGN 6.9m and the total L iabilities decreased by 

BGN 2.5m.  

 

Assets  

On the assets side, main adjustments refer to decrease of BGN 6m in insurance receivables and are 

due to missing complete run -off analysis of p olicyholder receivables, subsequent cash collections, 

cancellations and residual receivables. Also, reinsurance recoverables for c laims provisions 

decreased by BGN 1.9m following the IER analysis described in the following paragraph. The increase 

in investments is mainly due to the difference in the sources used  by the undertaking and IER to value 

government bonds. It is to be noted that the IER used Bloomberg Last  (LCPR) compared to most of 

the participating IERs that used Bloomberg BGN or Reuters to value government bonds (the  

difference for common ISIN s selected for review  being of BGN 1.6m (decrease in adjusted assets).  



 

 

Liabilities  

Total liabilities decreased by BGN 2.5m due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions  

¶ Decrease by BGN 486k in DTL. 

¶ Increase by BGN 192k in Payables (trade, not insurance)  ą vxx¨«v¢© ¨z©«¢ª~¤| {¨¥£ ª}z ^ZgĊ© ©zv¨x} 

of unrecorded liabilities after 30 June 2016 .  

 

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 2 .2m and further breakdown is presented below:  

 
 
¶ The undertaking performed roll forward approach on YE2015 results, in line with EIOPA Level 3 

guidelines on valuation of technical provisions (Guideline 51).   

¶ The IER has performed roll forward as well, however based on different re -calculation methods 

for the IBNR and different assumptions (loss ratio, payment patterns) affecting both Claims 

(decrease of BGN 3.738k) and Premium Provisions (increase of BGN 1.502k).  

¶ Following the adjustments on gross Technical Provisions, reinsurance recoverable were also 

decreased by BGN 1.890k.   

 

Capital Requirements Compliance  

The initial solvency position of Generali Insurance AD was 139% SCR and 356% MCR. Following the 

recalculation of the prudential parameters in accordance with Solvency II regulation, the Company 

achieved a level of SCR equal to 13 0% and MCR equal to 337%, remaining in compliance.  

 



 

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

As presented in the table on the side 

the majority of the capital 

requirements comes from Non -Life 

Underwriting Risk  and Counterparty 

Default Risk. Specifically, exposure to 

Counterparty Default Risk is equal to 

approximately BGN 20 .7m, whereas 

exposure to  Non-Life Underwriting 

Risk is equal to approximately BGN 

36.3m as at HY2016.  

The Non-life premium and res erve risk 

(BGN 35.83m) and Non-life 

catastrophe risk (BGN 1.65m) are the 

key components contributing to the 

Non-Life U/W risk.  

 

 

 

 

Reinsurance ą Effectiveness of Risk Transfer  

No significant issues noted.  

 

Corporate Governance, processes and internal control  framework, accounting policies  

The system of governance has been assessed as robust and appropriate for the undertaking size and 

business although it has been noted that the undertaking is using extensively the Generali Group 

policies that in some cases should be further developed to better reflect its environment and 

operations.  

 

  



 

 

2.  \e gz~¤©«¨v¤xz ZVY =h^^> 

 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© composed of BGN 2.485 m Assets and BGN 1.449 m Liabilities 

leading to Own Funds amount of BGN 1.036 m. 

 
Adjustments to technical provisions 

influenced both SCR and MCR, the 

increase in both capital requirements 

being compensated by an increase in 

Own Funds. 

Basic own funds comprise only Tier 1 

items and are equal to the excess of 

assets over liabilities of BGN 1.036 m. 

 

As a result of the IBSR exercise, the 

Own Funds increased by BGN 31.9m.  

 

The structure of the balance sheet is presented below:  

 

 
As analyzed below, the total Assets increased by BGN 375 k and the total Liabilities decreased by BGN 

31.5m.   
 

 
  



 

 

Assets  

On the assets side, main adjustments refer to an increase of BGN 1.8m from  bonds; increase by BGN 

4.646k from government  bonds and decrease by BGN 2.871k corporate bonds. The decrease by BGN 

1.400 k reflects the changes in final terms compared to those in a draft reinsurance treaty . 

 

It is to be noted that the IER used Bloomberg Last compared to most of the participating IERs that  

used Bloomberg BGN or Reuters to value government bonds (the difference for common ISIN s 

selected for review  being of BGN 66k  decrease in adjusted assets). 

 

 

Liabilities   

 

Total  liabilities deceased by BGN 31.5m due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ Increase by BGN 3.5m in DTL. 

 

Adjustments in Technical Provisions  

The total amount of the adjustments is  decrease by BGN 35m  and further breakdown is presented 

below:  

 
 
¶ The Company used CZK RFR for all liabilities (even for liabilities in other currency). The IER 

performed the appropriate adjustment (RFR curve per currency) leading to a gross decrease of 

BGN 30m. The company has initiated procedures in order to ensure that from 1.1.2017 and o n 

the Claims Provision will be calculated using the correct RFR per currency.  

¶ A reclassification adjustment has also been performed on Life (excluding Health) portfolio to 

Health NSLT. It concerns accidental riders to main life covers. The IER proposed to reclassify the 

business bringing no impact on total TPs.  

¶ A negative impact of approximately BGN 8 .6m was performed by the recalculation of the Premium 

Provision. A certain percentage  of the portfolio has clauses for non -termination (the treaty cannot 

be terminated under other than predefined situations). GP Re calculates PP only based on UPR. 

In most cases UPR is zero as contracts are written on an earned premium basis. However, if the 

portfolio cannot be arbitrarily terminated, GP Re should also take into account future written 

premiums and related cash flows within contract boundaries for SII purposes.  



 

 

¶ The undertaking performed roll forward approach on YE2015 results, in line with EIOPA Level 3 

guidelines on valuation of technical provisions (Guideline 51) .  The IER performed full recalculation 

for MTPL LoB and roll forward on different assumption for the other LoBs. The different 

assumptions underlying the recalculation performed, led to BGN 1 .9m decrease on TPs.  

¶ Risk Margin was decreased by BGN 5.9m mainly by the adjustments performed on the level of SCR 

and TPs.  

 

Capital Requirements Compliance  

The initial solvency position of GP Reinsurance EAD was 172% SCR and 441% MCR. Following the 

recalculation of the prudential parameters in accordance with Solvency II regulation, the Company 

achieved a level of SCR equal to 178% and MCR equal to 439 %, remaining in compliance.  

 

 

 

The results as at HY2016 after the adjustments perform ed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

 

As presented in the table on the side 

the majority of the capital 

requirements comes from Non -Life 

Underwriting Risk  and Market Risk. 

Specifically, exposure to Non-Life 

Underwriting Risk  is equal to 

approximately BGN 395 .2m, whereas 

exposure to Market Risk is equal to 

approximately BGN 135 .5m as at 

HY2016.  



 

 

The Non-life premium and reserve risk 

(BGN 359.93 m) and Non-life 

catastrophe risk (BGN 96 .45 m) are 

the key components contributing to 

the Non-Life U/W risk.  

 

 

 

 

 

The majority of the exposure to 

Market Risk stems from the following 

risk sub-categories:  

1. Currency risk (BGN 67 .67 m)  

2. Spread risk (BGN 46.42 m)  

3. Interest rate risk (BGN 36 .35 m) 

The company uses CZK as operational 

currency without having granted 

approval by the FSC.  

 

Reinsurance ą Effectiveness of Risk Transfer  

As is the case with all reinsurance companies, GP Re is generally required to rely on data provided by 

the cedants, and as a result faces certain data limitations compared to direct insurers. One such case, 

identified during the review concerns annuities stemming from non -life portfolio, particularly MTPL 

bodily injury claims.  

 

Corporate Governance, processes and intern al control framework, acc ounting policies  

The system of governance has been assessed as robust and appropriate for the undertaking size and 

business although it has been noted that the undertaking is using extensively the Generali Group 

policies that in some cases should be further developed to better reflect its environment and 

operations.  

 
  



 

 

3.  ^chjgVcXZ XdbeVcn cdkV ̂ ch ZVY =h^^> 

 

i}z X¥£¦v¤¯Ċ© Wv¢v¤ce Sheet is composed of BGN 8.4m Assets and BGN 1.2m Liabilities leading to  

Own Funds amount to BGN 7.2m.  

 
Basic own funds comprise only Tier 1 

items and are equal to the excess of 

assets over liabilities of BGN 7.2m less 

expected dividend payment of BGN 

581 k. 

 

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 212 k.  

 

 

 

 

 

The structure of the balance sheet is presented below:  
 

 
 

As analyzed below, the total Assets decreased by BGN 180k and the total Liabilities increased by BGN 

32k. 

 

 

  



 

 

Assets  

On the assets side, the adjustment of BGN 180 k (decrease in balance) has been proposed to correctly 

account for the insurance and intermediaries receivables.  

In case of insurance receivables from policyholders, the historical assumption could not be applied  in 

case of Nova Ins. 

 

Liabilities  

Total liabilities increased by B GN 31.5k due to the following adjustment proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ Decrease by BGN 23.5k in DTL. 

 

Adjustments in Technical Provisions  

 

The total amount of adjustments is increase by BGN 55k and further breakdown  is presented below:  

 

 
 

 
¶ The only adjustment on the Technical Provisions steams from the Risk Margin. The RM was 

calculated by the company as a % on Best Estimate. This calculation applied is not any of the EIOPA 

defined simplifications, hence the IER performed recalculation based  on the 3rd simplification.   

¶ Apart from the adjustment on TPs, liabilities were also impacted by a decrease of BGN 24k on 

deferred tax based on the adjustments on TPs and receivables from policyholders . 

 

Capital Requirements Compliance  

The initial solvency position of INSURANCE COMPANY NOVA INS EAD was 136 % SCR and 136% MCR. 

Following the recalculation of the prudential parameters in accordance with Solvency II regulation, 

the Company achieved a level of MCR equal to 132%. Due to the fact that the amount of SCR is lower 

than the amount of MCR, the required capital is set as the maximum amount between SCR and MCR , 

remaining in compliance.  

 



 

 

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

                                                                                                            As presented in the table on the side 

the majority of the capital 

require ments comes from 

Counterparty Default Risk and Non -

Life Underwriting Risk. Specifically, 

exposure to Counterparty Default Risk 

is equal to approximately BGN 3 .3m, 

whereas exposure to Non-Life 

Underwriting Risk is equal to 

approximately BGN 1.61m as at 

HY2016.  

                                                       
The majority of the exposure to 

Market Risk stems from the following 

risk sub-categories:  

1. Concentration  risk (BGN 0.2 m)  

2. Interest rate risk (BGN 0 .19 m)  

3. Spread risk (BGN 0.11 m)  

 

The Non-life premium and reserve risk 

(BGN 1.16 m) and Non-life 

catastrophe risk (BGN 0.86 m) are the 

key components contributing to the 

Non-Life U/W risk.  

 
  



 

 

Reinsurance ą Effectiveness of Risk Transfer  

No significant issues reported.  
 

Corporate Governance, processes and internal control framework, accounting policies :  

 
i}z X¥£¦v¤¯Ċ© X¥¨¦¥¨vªz \¥¬z¨¤v¤xz ©¯©ªz£ ~© yz©~|¤zy v¤y ~£¦¢z£z¤ªzy wv©zy ¥¤ ª}z k~z¤¤v 
parent Group model, taking in consideration the size and complexity of operations and pro duct types.  
 

Main findings noted by the IER refers to the fact that the risk management policy does not explicitly 

include monitoring measures on actual or potential exposure to reputational and strategic risks and 

the interrelationship between these risks  and other material risks as well as key issues affecting its 

reputation, considering the expectations of stakeholders and the sensitivity of the market. Also, the 

Investment policy of the Company does not include the conditions under which the undertaking  can 

pledge or lend assets. Furthermore, the EIOPA Guideline 25 ą Investment risk management policy 

requires the Company to cover, within the investment risk management policy, the link between 

market risk and other risks in adverse scenarios.  

In relation with EIOPA Guideline 55 - Independent review and verification of valuation methods, the 

IER noted that the undertaking should ensure that an independent review of the valuation methods, 

following Article 267 (4)(b) of Commission Delegated Regulation 2015/3 5 takes place before the 

implementation of a new method or a major change, and on a regular basis thereafter in accordance 

with the guideline and legislation applicable and recommends the Company to update its accounting 

policy and/or internal rules docume ntation to meet the requirements of the Guideline.  

 
  



 

 

4.  \gdjeVbV oVhigV]dkVcZ ZVY =h^^> 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c FL.3m Assets and BGN 8.7m Liabilities leading to 

Own Funds amount of BGN 8.6m.  
 

Basic Own Funds comprise only Tier 1 

items and are equal to the excess of assets 

over liabilities of BGN 8.6m.  

 

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 1.2m. 

 

 

 

 

 

 

The structure of the balance sheet is presented below:  

 

 
 

As analyzed below, the total Assets decreased by BGN 1.9m and the total Liabilities decreased by 

BGN 715k.  
 

 
 

 

 



 

 

Assets  

On the assets side, the decrease by BGN 1.9m is mainly due to  the correction of the insurance and 

intermediaries receivables , the adjustment proposed by the IER being in value of BGN 1.7m and refers 

to the following issues identified:  

¶ The IER noted that t he Company has not  separated UPR for already paid premium and part 

of UPR which is related to future installments. In Premiums provisions calculation full  UPR 

amount is used as initial input and no undue receivables are included (nor are the 

corresponding commission payable included). Everything is combined under UPR, to which 

the combined ratio is applied.   

The undue premiums and payables related to the in  force contracts are recognized under 

Receivables from policyholders and Payables to intermediaries (the contract boundary for 

the majority of the contracts is one year and the receivables include the annualized gross 

written premium related to those contr acts, the Payables include the annualized commission 

expense). An adjustment was proposed to reclassify the Receivables and Payables which are 

not due to best estimates of liabilities.  

Thus, insurance and intermediaries receivables were adjusted by the IER with the amount of 

BGN 1.282 k to correct for the above (decrease in balance). 

¶ Another BGN 446 k decreased the insurance and intermediary receivables following the IER 

adjustments  related to differences identified in impairment of receivables.  

Other adjustments on the assets side include the following:  

 

¶ Decrease by BGN 145k of reinsurance recoverables following the derecognition of premium 

reserve ceded for XoL reinsurance treaties  as the IER noted that there is no significant 

history of recoveries from r einsurance on these treaties;  

¶ Decrease by BGN 77k of treasury bills : As the Company values the bonds using the 6 banks 

average price as provid ed by Price Information Center, the IER  used Bloomberg bid 

quotations.  

Liabilities  

Total liabilities decreased by  BGN 715k due to the following adjustment proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ The adjustments described above in the assets side impacted the payables accounts (insurance & 

intermediaries payables, reinsurance payables, p ayables trade - not insurance) leading to a total 

decrease of BGN 938 k. 

¶ Increase of Pension Benefit Obligations by BGN 75k.  

 

Adjustments in Technical Provisions  

The total amount of the adjustments is an increase by BGN 148 k and further breakdown is presented 

below:  



 

 

 
 

¶ On the Claims Provisions part, adjustments stem from : 

Ʒ The re- estimation of IBNR calculation. The main differences were noted for Motor and 

Fire.  

Ʒ The IER derecognized 11a reserve - the company includes 11a reserve for MTPL. The IER 

states that such reserve should not be recognised under Claims provisions, but should be 

assessed via combined ratio in Premiums Provisions calculation. The IER has perfor med 

recalculation of the CP without taking into account such reserve.  

Ʒ No ULAE reserve is calculated by the Company but the IER performed recalculation .  

¶ On Premium Provisions part:  

Ʒ Different assumptions were used by the IER leading to slightly higher resu lts.  

Ʒ The company used the net of DAC UPR amount. Adjustment performed by the IER on the 

Premium Provisions . 

Ʒ The Company applies volatility adjustment only using BGN curve for the whole portfolio. 

The UPR amount denominated in EUR, USD and GBP share is considered insignificant  by 

the company. For Premiums provisions calculation EUR and BGN curves with volatility 

adjustment were applied by the IER . 

¶ The company is applying 4th simplification (duration approach) and projects risk margin for 3 year 

and is using 2% as risk-free rate.  The IER performed recalculation based on the 3rd simplification 

leading to a decrease of BGN 2k. 

 

Capital Requirements Compliance  

The initial solvency position of GROUPAMA ZASTRAHOVANE EAD was 133 % SCR and 132% MCR. 

Following the recalculation of the prudential parameters in accordance with Solvency II regulation, 

the Company achieved a level of SCR equal to 112% and MCR equal to 115%, and is compliant  Due to 

the fact that the amount of SCR is lower than the amount of  MCR, the required capital is set as the 

maximum amount between SCR and MCR.   



 

 

  

The results as at HY2016 after the adjustments performed by the IER are  illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

 

As presented in the table on the side 

the majority of the capital 

requirements comes from 

Counterparty Default Risk and Non -

Life Underwriting Risk. Specifically, 

exposure to Counterparty Default Risk 

is equal to approximately BGN 1 .85m, 

whereas exposure to Non-Life 

Underwriting Risk  is equal to 

approximately BGN 6.19m as at 

HY2016.  

The Non-life catastrophe risk (BGN 

4.95m) and Non-life premium and 

reserve risk (BGN 2.67m) are the key 

components contributing to the Non -

Life U/W risk.  

 

 

 

 

 

Reinsurance ą Effectiveness of Risk Transfer : 

Following the review, the IER noted that there are no indicators that the risk transfer is not 

reasonably self -evident.  

 

Corporate Governance, processes and internal control framework, accounting policies:  

The Solvency II framework ~£¦¢z£z¤ªvª~¥¤ ~ª}~¤ ª}z x¥£¦v¤¯Ċ© ~¤ªz¨¤v¢ {¨v£z¥¨¡ ~© {~¤v¢~°zy 

except for the compliance policy, ORSA policy and actuarial function policy . 

 

 



 

 

5.  cvyz yv ^¤©«¨v¤xz =h^> 

 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c 5.7m Assets and BGN 2.6m Liabilities leadi ng to 

Own Funds amount of BGN 2.3 m.  

As a result of the IBSR exercise, the 
Own Funds decreased by BGN 5.2m. 

The initial solvency position of 
Nadejda Insurance was 163% 
Solvency Margin. Following the 
recalculation of the prudential 
parameters t he Company has 
available adjusted Solvency Margin of 
49% not meeting the adjusted 
required Solvency Margin as per the 
requirements of Solvency I framework 
(Insurance Code and Ordinance 51 of 
FSC).  

 

The structure of the balance sheet is present ed below: 

 

 

As analyzed below, the total  Assets decreased by BGN 3.5m and the total Liabilities increased by 
BGN 940 k. 

 

 
  



 

 

Assets  

On the Assets side, the main adjustment of BGN 4.5m (decrease) has been proposed to correctly 

account for the investments (other than assets held for index -linked and unit -linked contracts) as 

follows:  

¶ Property (other than for own use) was adjusted by BGN (3.047 )k and refers to:  

- a building under construction . A right of construction over a pl ot of land owned by a 

related party. The IER noted that, at the date of their report, there is no construction 

plan submitted or approved by local authorities. The land is empty and not yet ready 

for construction. Also, the IER assessed that there is no active market  for the 

constructi on right, since it relates to a specific plot of land and construction type, 

with specific characteristics that cannot be similar to other construction rights.  

Consequently, the IER considered that the construction right should be valued at its 

historical cost as at 30 June 2016.  

 

¶ Holdings in related undertakings was adjusted by BGN 991 thousands (decrease): The IER 

noted that the valuation reports of these holdings contains a series of issues (like lack of 

proper or complete documentations, calculation errors, unexplained adjustments, elements 

of assets and liabilities not valued at market value). As a consequence, the IER did not rely  

on these and valued the participation under the equity method.  

¶ Equities were adjusted by BGN 495k (decrease). 

 

Liabilitie s  

Total liabilities increased by BGN 940 k due to the following adjustment s proposed: 

 

Adjustments in liabilities other than technical provisions   

¶ Increase of Provisions other than technical by BGN 50k.  

¶ Decrease of DTL by BGN 103 k. 

¶ Increase of Insurance & Intermediaries payables by BGN 53k.   

¶ Increase of reinsurance payables by BGN 26k.  

¶ Increase of payables (trade, not insurance) by BGN 33k.     

 

Adjustments in Technical Provisions  

The total amount of the adjustments is  increase by BGN 880k and further breakdown is presented 

below: 

 

  



 

 

¶ In the SI BS, the Company deducted ceded UPR in respect of one reinsurance treaty with (4.943 

BGN) from both Health NSLT and Non - Life Technical Provisions.  The IER proposed an adjustment 

with respect of ceded UPR as follows: (1) reclassification of the UPR from netting liabilities in 

respect of general insurance technical provisions to reinsurance recoverables; (2) write off the 

second deduction of the ceded UPR to P&L. 

¶ UPR used by the Company is presented net of DAC, under local regulatory requirements. 

Consequently, the balance sheet reflects a DAC equal to zero, and a UPR reserve netted with the 

DAC. For the purpose of the exercise, in order to separately reflect an asset (DAC) from a liabili ty 

(gross UPR), the IER performed adjustment on UPR, i.e. the gross amount is presented in the BS.  

The adjustment caused an increase of BGN 36k in Non - Life portfolio and BGN 883k in Health 

NSLT. 

¶ Reclassification of trade payables with a claim handling se rvices rendered for non -life insurance 

portfolio to RBNS, as claim handling fee reserve. The IER has figured out that the company is 

outsourcing an immaterial portion of its claim handling process and is collaborating with several 

underwriting intermediari es for its general insurance portfolio (with immaterial commissions 

expenses in the period under review), however the transaction volumes with these service 

providers may increase in the future on account of portfolio developments.  The increase of BGN 

5k on RBNS is because the amount is considered to be claims handling fee.   

 

Reinsurance ą Effectiveness of Risk Transfer  

i}z ¨z~¤©«¨v¤xz ª¨zvª~z© x¥¬z¨ v ©£v¢¢ ¦¥¨ª~¥¤ ¥{ ª}z X¥£¦v¤¯Ċ© ~¤©«¨v¤xz ¦¥¨ª{¥¢~¥ =¦¨¥¦z¨ª¯ v¤y 

personal accident products) and are concluded with external third parties of high credit standing.  

The Company does not have any inward reinsurance. Also, th z X¥£¦v¤¯Ċ© £v~¤ ~¤©«¨v¤xz ¦¨¥y«xª 

(Health) is not covered by any reinsurance treaty . However, the IER noted that, based on the 

X¥£¦v¤¯Ċ© }~©ª¥¨¯ ¥{ ¬z¨¯ ©£v¢¢ ~¤y~¬~y«v¢ }zv¢ª} ¦v¯£z¤ª©A ª}z¨z ~© ¤¥ ©z¬z¨~ª¯ ¨~©¡ ¦z¨ªv~¤~¤| ª¥ 

the product resulting in maj or capital at risk.  

The IER noted that the Company lacks a formalized reinsurance program and a documented analysis 

~ª} ¨z|v¨y© ª¥ ª}z z{{zxª~¬z¤z©© ¥{ ¨~©¡ ª¨v¤©{z¨C i}z ¨z~¤©«¨v¤xz ¦¥¢~x¯ x¥¬z¨© ¥¤¢¯ ª}z X¥£¦v¤¯Ċ© 

general insurance portfolio and is insu fficiently detailed in order to meet Solvency II corporate 

governance requirements.  

 

Corporate Governance, processes and internal control framework, accounting policies  

Following the review, the IER identified several issues in respect of:  

¶ Segregation of d uties with regards to key function and remuneration  

¶ Absence or insufficient formalization of internal policies and procedures and periodic reports  

¶ Information technology environment  

Also, it was identified by the IER the absence or insufficient formalization of controls in the 

X¥£¦v¤¯Ċ© ~¤ªz¨¤v¢ ¦¥¢~x~z© v¤y ¦¨¥xzy«¨z©C 

^¤ ¨z©¦zxª ¥{ ª}z X¥£¦v¤¯Ċ© vxx¥«¤ª~¤| ¦¥¢~x~z©A ~¤ ¥¨yz¨ ª¥ z¤©«¨z x¥£¦¢~v¤xz ª¥ h¥¢¬z¤x¯ ^ 

prudential and fair value principles, the independent reviewer recommended improvement s 

¨z|v¨y~¤| ª}z X¥£¦v¤¯Ċ© {~¤v¤x~v¢ v©©zª© v¤y ~¤©«¨v¤xz ¨zxz~¬vw¢z© ~£¦v~¨£z¤ª ¦¥¢~x¯C 

  



 

 

6.  ]zv¢ª} ^¤©«¨v¤xz ^¤©ª~ª«ªz _hX =ćod^Ĉ> =h^^> 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c I.9m Assets and BGN 379k Liabilities leading to 

Own Funds amount of BGN 4.5m. 

 
 
Basic own funds comprise Tier 1 items 

and are equal to the excess of assets 

over liabilities of BGN 4.5m. 

 

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 275k.  

 

 

 

 

 

 

The structure of the balance sheet is presented below:  
 

 
 

As analyzed below, the total Assets decreased by BGN 311 k and the total L iabilities decreased by 

BGN 36k. 
 

 

Assets  

On the assets side, the decrease by BGN 311k is mainly due to the correction of insurance and 

intermediaries receivables : adjustment  for future receivables not yet due ą decrease in assets by BGN 



 

 

227 k and adjustment at the amount of the total insurance receivable for which no payments have 

been collected at the amount of BGN 32 k (decrease in assets). 

Another BGN 60k decreased the v©©zª© v© v ¨z©«¢ª ¥{ ª}z ^ZgĊ© vy «©ª£z¤ª {¥¨ ª}z x¥¨¨zxª~¥¤ ¥{ ª}z 

prepayments (the balance of prepayment recognized by the undertaking represents a payment made 

to the Regulator for the right to operate on the insurance market for 2016. As the asset can not be 

sold or transferred at an ordinary transaction, the IER considered its fair value as of 30.06.2016 to 

be nil). 

 

Liabilities  

Total liabilities decreased by BGN 36k due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ Increase of DTL by BGN 14k.  

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 51k and further breakdown is presented below:  

 

 
¶ The data input adjustments refer to:  

¶ Inclusion of future receivables that w ere allocated to the insurance receivables  

account (decrease of BGN 22k).  

¶ Discrepancies of the claims paid register (increase of BGN 11k).  

¶ Other Adjustments are related to the recalculated SII BS  and are not further explained by the IER.  

¶ The Risk Margin decreased by BGN 80k since the IER used different assumption on the future run -

off pattern  (decrease of BGN 38k). 

 

Capital Requirements Compliance  

The initial solvency position of ZOI was 95% SCR and 95% MCR. Following the recalculation of the 

prudential parameters in accordance with Solvency II regulation, the Company achieved a level of 

MCR equal to 89%. Due to the fact that the amount of SCR is lower than the amount of MCR, the 

required capital is set as the maximum amount between SCR and  MCR, thus the company is not 

compliant.  

  



 

 

 

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

 

As presented in the table on the side 

the majority  of the capital 

requirements comes from 

Counterparty Default  Risk and Health 

Underwing Risk. Specifically, 

exposure to Counterparty Default  Risk 

is equal to approximately BGN 0.3m, 

whereas exposure to Health 

Underwriting Risk is equal to 

approximately BGN 0.4m as at 

HY2016.  

Health NSLT (BGN 0.37 m) mainly 

contributes to the capital requirement 

for the Health Underwriting risk 

module.   

  

   

   

   

   

   

  

Reinsurance ą Effectiveness of Risk Transfer  

The Company does not have any reinsurance treaties . 

 

Corporate Governance, processes and internal control framework, accounting policies  

The Company applies Corporate Governance requirements under Solvency II Directive since 01 

January, 2016. Because of the close initial date of application of Solvency II (January 01, 2016), 

there are still items and guidelines which are in process of formalization into the internal policies and 

procedures.   



 

 

The Company has developed a common document containing both its IFRS and Solvency II accounting 

policies. The document though lacks the necessary level of detail for a Solvency II accounting policy.  

 

Also, to be noted that, due to the limited number of employees, the organizational structure approved 

as at 30 Jun 2016 is not implemented. Moreover, the Audit Commit tee is composed of the same 

three members as the BoD. Therefore, the function of the Audit Committee is not designed so as to 

ensure clear accountability and independence, since the Committee does not include independent 

members. 

 

The process of identificaª~¥¤ v¤y ¬z¨~{~xvª~¥¤ ¥{ ª}z ¨~©¡© v©©¥x~vªzy ~ª} ª}z «¤yz¨ªv¡~¤|Ċ© w«©~¤z©© 

shall cover all significant risks in accordance with Solvency II framework. The Company has not 

developed written documents defining criteria for risk significance/materiality as sessment. There are 

no defined quantitative principles for risk significance assessment.  

 

As regards the actuarial function,  this is performed by a certified actuary who performs the 

calculations of BE of technical provisions and valuation of SCR modules , though no detailed 

methodology is available.  

 

Also, the IER noted that the undertaking has not implemented a procedure for impairment analysis 

on insurance receivables.  

 

  



 

 

7.  W«¢|v¨~v¤ Z®¦¥¨ª ^¤©«¨v¤xz V|z¤x¯ ZVY =WVZo> =h^^> 

 

The Company underwrites ~¤©«¨v¤xz =F> ¥¤ ~ª© ¥¤ ¤v£z v¤y vxx¥«¤ª ćd¤ w«©~¤z©©Ĉ v¤y =G> ¥¤ ~ª© 

¥¤ ¤v£z v¤y ¥¤ ª}z vxx¥«¤ª ¥{ ª}z hªvªz ćhªvªz W«©~¤z©©ĈC i}z hªvªz W«©~¤z©© v© ¤¥ª ©«w zxª ª¥ 

BSR exercise.  
 

The procedures were performed on the separated Solvency II Balance Shee t and related SCR as of 

30 June 2016 of the Own Business.  The approval for the separation was obtained in the letter from 

the Ministry of Economy dated September 9, 2016.  

 
i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c 25m  Assets and BGN 7.8m Liabilities  leading to 

excess of assets over liabilities in  amount of BGN 17. 2m. 

 

Eligible Own Funds comprise only of 

Tier 1 items and are equal to the 

excess of assets over liabilities of BGN 

17. 2m adjusted with BGN 946k 

representing foreseeable dividends 

and distributions and deferred tax 

asset. 

As a result of the IBSR exercise, t he 

Own Funds decreased by BGN 1.5m.  
 
 
 

The structure of the balance sheet is presented below:  
 

 
As analyzed below, total assets increased by BGN 547 k and the total L iabilities increased by BGN 
2.3m. 



 

 

 

Assets  

On the Assets side, the increase with BGN 547 k is mainly due to the adjustment proposed for 

Reinsurance recoverables by BGN 1.1m as a result of an increase by BGN 2m in BEL, the ceded 

amount being estimated considering the Q S reinsurance treaty and to the downwards adjustments 

for Bonds (BGN 214 k) and Insurance and intermediaries receivables ( BGN 85k).  

 

Other adjustments included:  

¶ Increase in Other Receivables with BGN 68k by updating the FV of the receivable (the company 

used a higher rate than the Risk -Free-Rate+CDS) 

¶ Deferred tax impact adjustments and Intangible assets elimination in SIIBS  

¶ Other adjustments include reclassifications between assets categories, without impact in Own 

funds   

 

Liabilities   

Total  liabilities increased by BGN 2.3m due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ Unrecorded liabilities of BGN 229 k reflected in o ther liabilities .  

¶ Increase proposed for commission payable in amount of BGN 178 k due to the fact the Company 

books the liability with the commission to intermediaries only when the premiums are collected 

and it was adjusted on accrual principle . 

¶ Increase proposed in provisions in amount of BGN 58 k. 

¶ Effect of adjustme nts in deferred tax  of BGN 139k derived mainly from temporary difference 

between fiscal balances and adjusted SII BS balances resulting in a net off of a deferred tax 

liability . 

 

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 2m and further breakdown is presented below : 
 



 

 

 
 
¶ The IBNR re-estimation performed by the IER led to increase of Technical Provisions of about BGN 

1,2m. i}z X¥£¦v¤¯Ċ© ^Wcg £zªhod is considered by the IER not to estimate accurately the 

amount of ultimate paid claims.  

¶ The company distinguishes the GWP used in the UPR computation between utilized part (i.e. 

turnover declaration and invoices were submitted by the policyholder) and not -utilized part (i.e. 

correspondin g to invoices that were not submitted by the policyholder in the limit unused), and 

further diminished with 20% acquisition costs. In all cases, the UPR is estimated daily pro -rate of 

GWP (at invoice level for utilized GWP and at policy start date for not -utilized GWP). Hence, the 

IER adjusted the accounting UPR amount for the not -utilized part of GWP to 100% of un -utilized 

GWP leading to increase of BGN 745k. 

¶ The recalculation of Premium Provision based on different Loss Ratio assumption caused an 

increase of BGN 246k.  

¶ The IER performed estimation of ULAE reserve based on ULAE ratio, since the company does not 

have a methodology for ULAE reserve and thus does not calculate it. The company did not include 

future claims management expenses in the Premium Provision as well. The IER used the ULAE 

ratio as for C laims Provision  and applied it to the future claims CFs resulted from BEL P remium 

Provision . The total adjustment from the recalculation of ULAE amounts to an increase of BGN 

70k.  

¶ The IER recalculated the premium refunds provision based on the contractual wordings which says 

that the bonus is granted at client level if no claims per client have occured. The Company 

estimated initially this reserve per policy with no claims. The adjustment takes into ac count the 

UPR after adjustments.  

¶ Technical Provisions have also been adjusted for a d ifference between the amount reported by 

the company in the SI BS as Technical reserves and the amount from the Te chnical Reserves 

Computation file.  

¶ Due to the adjustments  on Best Estimate and further adjustments on SCR, the Risk Margin 

decreased by BGN 40k.  

 

Other issues identified  

Overall, the Company presents a sound capital base and a Solvency ratio of over 200% which reflects 

a lower risk profile.  

WVZoĊ© z®¦¥©«¨z ª¥ v single insurance risk allows little space for risk management diversification 

ªzx}¤~§«z© v¤y ª}~© ~© v x¥¤©ª¨v~¤ª z£wzyyzy ~¤ ª}z X¥£¦v¤¯Ċ© x¥¤©ª~ª«ª~¥¤C 

  



 

 

Capital Requirements Compliance  

The initial solvency position of BAEZ was 239 % SCR and 239% MCR. Following the recalculation of 

the prudential parameters in accordance with Solvency II regulation, the Company achieved a level 

of MCR equal to 220%. Due to the fact that the amount of SCR is lower than the amount of MCR, the 

required capital is set as the maximum amount between SCR and MCR.  Therefore,the company is 

compliant.  

 

The results as at HY2016 after the adjustments performed by the IE R are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

As presented in the table on the side 

the majority of the capital 

requirements comes from Market Risk 

and Non-Life Underwriting  Risk. 

Specifically, exposure to Market  Risk is 

equal to approximately BGN 4.5m, 

whereas exposure to Non-Life 

Underwriting Risk i s equal to 

approximately BGN 4.4m as at 

HY2016.  

 

The majority of the exposure to 

Market Risk stems from the following 

risk sub-categories:  

1. Concentration  risk (BGN 3.26 m)  

2. Spread risk (BGN 2.4 m)  

3. Interest rate risk (BGN 1 .65 m)  

 

 



 

 

The Non-Life catastrophe risk (BGN 

3.49 m) and Non-life premium and 

reserve risk (BGN 2.01 m) are the key 

components contributing to the Non -

Life U/W risk.   

   

    

 

 

 

 

Reinsurance ą Effectiveness of Risk Transfer  

The IER did not identify elements that would indicate that the transfer of risk is not obvious . 

 

Corporate Governance, processes and internal control framework, accountin g policies  

 

The Company has performed various organizational and internal framework changes within 2015 

with the view to implement the Solve ncy II requirements. Nevertheless, there still are areas where 

further developments are required.    

Main areas for improvement include:  
¶ Segregation of duties, due to lack of personnel in certain areas,  

¶ Lack of controls over the surveillance of outsourced  activities output: accounting, actuarial and 

IT; 

¶ The controls over archiving process concerning important original documents such as insurance 

policy and claim notification filed by customer, including required and relevant attachments, as 

well as content  (missing documents) and the termination process (review of complete set of 

documents by both Legal Department and Decision making authority) of claim files;  

¶ IT controls environment for the following areas:  

Ʒ Access to programs and data (information securit y policy, password complexity 

requirements, users access rights management, generic Ids, period review of users 

profiles, logs of administrators activity, physical access to server room);  

Ʒ Program changes (Change Management Policy); 

Ʒ Computer operations (Bac kup and restoration, Incident and Problem Management);  

 
 
  



 

 

9.  [^ ]ZVai] ^chjgVcXZ VY =h^> 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©ed of BGN 7.34m Assets and BGN 1.98m Liabilities and Own 

Funds amount of BGN 4.6 m. 

As a results of the IBSR exercise, the 
Own Funds decreased by BGN 194k. 

The initial solvency positon of FI 
HEALT INSRURANCE AD was 106%. 
Following the recalculation of the 
prudential parameters in accordance 
with Solvency I framework (Insurance 
Code and Ordinance 51 of FSC), the 
Company has available adjusted 
Solvency Margin of 101% exceeding 
the adjusted required  Solvency 
Margin. Therefore, the company is 
compliant.  

 

The structure of the balance sheet is presented below:  

 

 
As analyzed, the total L iabilities  increased by BGN 194 k.  

 

 
 

Assets  

No adjustments w ere proposed by the IER on the Assets side.  
 

 

 



 

 

Liabilities   

Total  liabilities increased by BGN 194 k due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

Apart from the TPs, liabilities were also impacted by an increase of BGN 25k in Payables (trade, not 

insurance). The management books payables to  intermediaries only when the related insurance 

receivable is collected and the respective invoice from the intermediary is received, this being  n ot 

consistent with the policies applied with respect to Gross Written Premium (GWP) (fully recognized 

when contracts are signed) and with respect to Unearned Premium Reserve (calculated after GWP is 

corrected for planned acquisition costs). Accordingly, th e liabilities of the undertaking are 

underestimated with BGN 25k.  

 

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 169 k and further breakdown is presented below:  

 
 
¶ i}z x¥£¦v¤¯Ċ© ^Wcg ¨«¤-off of Sickness product (as at 31.12.2015) showed deficit. The 

alternative method performed by the IER for the recalculation of IBNR caused an increase of BGN 

63k.  

¶ The adjustment on IBNR caused an increase in URR of BGN 106k, since the approximated 

calculation of URR is dependent on the OCR amount.  

 

Reinsurance ą Effectiveness of Risk Transfer  

No significant findings.  

 

Corporate Governance, processes and internal control framework, accounting policies  

The undertaking has adopted pol icies and procedures in line with the requirements of EIOPA 

Guidelines, local legislation (the Insurance Code) and IFRS and reflecting the specifics of 

Undertaking's operations. With respect to internal control framework, it has been identified that 

there is no clear audit trail of the control performance as in many cases confirmations for performed 

reviews are not formally evidenced.  

  



 

 

10.  ^chjgVcXZ XdbeVcn bZY^Xd B GF _hX =h^> 

 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy of BGN 7.3m Assets and BGN 1.6m Liabilities leadi ng to 

Own Funds amount of BGN 5.7m.  

 

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 197k. 

The initial solvency position of the 
Company was 129% Solvency Margin. 
Following the recalculation of the 
prudential parameters i n accordance 
with Solvency I framework (Insurance 
Code and Ordinance 51 of FSC), the 
Company has available adjusted 
Solvency Margin of 123% exceeding 
the adjusted required Solvency 
Margin, thus is compliant  

 

The structure of the balance sheet is presented below: 

 

 
 

As analyzed below, the total Assets decreased by BGN 53k and the total L iabilities  increased by BGN 

144k.  

 

 

Assets  

On the Assets side, the adjustment  of decrease by BGN (53k) has been proposed to correctly account 

for the investments in government bonds at amortized cost using the effective interest rate.   



 

 

Liabilities   

Total  liabilities increased by BGN 144 k due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

In order to avoid the timing mismatch between recognition of gross premium revenue on insurance 
contract signing date and related acquisition costs not being recognized until the premium is 
received, an adjustment to increase liabilities by BGN 26k has been included.  

 

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 118 k and further breakdown is presented below:  

 

¶ The company omitted the amount  of Claims Handling Expenses in URR calculation. URR was 

impacted by an increase of BGN 49k on both Non Life and Health NSLT portfolios.  

¶ The RBNS reserve as provided by the company included only those claims that have been already 

approved for payment, but are not yet paid as at the reporting date. The claims that have been 

received but are not yet reviewed or are under review are not included in the  RBNS amount. The 

result of the misstateme nt is BGN 69 thousands understatement of the RBNS reserve as of 30 

June 2016.  

 

Reinsurance ą Effectiveness of Risk Transfer  

No reinsurance agreements have been entered into. Management considers this approach as 

adequate as the Undertaking has not entered into insurance agreements of Property, which may 

¨z§«~¨z ¨~©¡ ª¨v¤©{z¨C i}z x}v¨vxªz¨~©ª~x© ¥{ ª}z~¨ £v~¤ ~¤©«¨v¤xz a¥WA ćh~x¡¤z©©ĈA y¥z© ¤¥ª ¦¨z©«£z 

~¤©«¨~¤| ¨~©¡© ª}vª ¥«¢y ¨z§«~¨z ª¨v¤©{z¨ ª¥ ¨z~¤©«¨z©C i}z ¨~©¡© ~¤x¢«yzy ~¤ ćh~x¡¤z©©Ĉ a¥W v¨z 

defined and restricted in the so called packages. The IER considers that the past experience of the 

«¤yz¨ªv¡~¤| ©«¦¦¥¨ª© £v¤v|z£z¤ªĊ© v¦¦¨¥vx} ~ª} ¨z©¦zxª ª¥ ¨z~¤©«¨v¤xzC i}z ¨z£v~¤~¤| a¥W 

ć^¤x~yz¤ªĈ v¤y ćcvª«¨v¢ {¥¨xz©Ĉ ¨z¦¨z©z¤ª ¢z©© ª}v¤ F: ¥{ ª}z w«©~¤z©© ¥{ the undertaking as evident 

from the Premiums and technical reserves summary above.  
  



 

 

Corporate Governance, processes and internal control framework, accounting policies  

The undertaking has adopted policies and procedures in line with the requirements of EIOPA 

Guidelines, local legislation (the Insurance Code) and IFRS and reflecting the specifics of 

undertaking's operations.  The system of governance is considered to be appropriate for the size of 

the undertaking and the complexity of its operations.  

 

Other areas for improvement  

The Undertaking is recommended to start collecting the necessary data in order to apply more 

sophisticated reserving methods as well as to allocate the claims handling expenses in a reasonable 

way so that the estimation of the CHE r eserves (ALAE and ULAE) to be made in an appropriate way.  

 

  



 

 

11.  WjahigVY k^ZccV ^chjgVcXZ \gdje =h^^> 

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c GJG£ V©©zª© v¤y W\c FML£ Liabilities leading to 

excess of assets over liabilities in  amount of BGN 65.6m thousands.  

 
Basic own funds comprise Tier 1 and Tier 

2 items and are equal to the excess of 

assets over liabilities of BGN 65.6m and 

other basic own  funds items in amount of 

BGN 6.3m referring to subordinated 

liabilities.  

 

As a result of  the adjustment s proposed, 

the Own Funds decreased by BGN 1m. 

 
 
The structure of the balance sheet is presented below:  

 

    
 

The Other Assets include also Receivables from securities  which are resulting  from former 

investments in bonds which are matured.  The respective companies have suffered financial 

y~{{~x«¢ª~z© v¤y z¨z ¤¥ª vw¢z ª¥ ¨z¦v¯ ª}z ¥¨~|~¤v¢ ©«£ ¢¥v¤zy vª ª}z w¥¤yĊ© £vª«¨~ª¯ yvªz }~x} ¢zy 

to insolvency proceedings of the entities . For these bonds, the collateral is a mortgage on land plots 

and administrativ e and production building constructed on the plots.  

 

As analyzed below, the total A ssets increased with BGN 3m and the total L iabilities increased by BGN 

4m.  

 



 

 

 
 

Assets  

The total Assets increased by BGN 3m, due to the following adjustments proposed:  

 

¶ Property increase by BGN 2.6m ą adjustment proposed based on the valuation report for 30 June 

2016  

¶ Holdings in related undertakings increase by  BGN 482 k - resulting from two opposite signs 

adjustments proposed for holdings in related undertakings valuation  

¶ Reinsurance recoverables increase by BGN 2.2m as a result of the adjustments proposed for 

technical provisions  

¶ Insurance and intermediaries receivables decrease by BGN 2.8m as a cumulative effect of the 

subsequent cancellations adjustment, additional prov ision for receivables from policyholders and 

for receivables from recourses . 

¶ Other adjustments include reclassifications between assets categories, without impact in Own 

funds 

 

Liabilities  

The total liabilities increased by BGN 4m, due to the following adjustments proposed:  

 

Adjustments in liabilities other than technical provisions   

¶ Deferred tax liabilities decrease by BGN 113 k ą reflecting the deferred tax impact of the 

adjustments proposed . 

¶ Insurance and intermediaries payables increase by BGN 321k ą adjustment proposed 

corresponding to unrecorded liabilities . 

¶ Payables (trade, not insurance) decrease by BGN 811 ą adjustment proposed due to tax liabilities 

on premiums not yet due (future premiums) . 

¶ Other adjustments include reclassifications between liabilities  categories, without impact in Own 

funds 

  



 

 

Adjustments in Technical Provisions  

 

The total amount of the adjustments is BGN 4.7m and further breakdown is presented below :  

 

 

¶ The reconciliation performed by the IER on paid claims for MTPL insurance revealed differences 

between the data used for BE calculations and the accounting data for claims paid for the years 

from 2011 to 30 June 2016 were established. The adjustment amount s to increase of BGN 3m. 

The IER performed the BE recalculation based on the corrected amount.  

¶ The company does not establish reserves for ULAE. The IER performed further investigation of 

reserving methodology providing an estimation of the ULAE reserve  leading to an increase of BGN 

1,4m (total increase for both  Non - Life and Health NSLT portfolios ).  

¶ The company performs discounting on the TPs with EIOPA risk free interest rate curve for BGN 

and EUR (per currency), but nullified for the maturities with  negative rates. The IER performed 

recalculation for the correction of this approach discounting appropriately per currency  (total 

increase of BGN 192k). 

¶ The company perform s Risk Margin calculation based on the 3 rd Simplification . The discounting is 

perfo rmed as for the TPs, i.e. based on the curves published by EIOPA at 30 June 2016, however 

the negative rates have been nullified. The IER performed recalculation using appropriate 

discounting  increasing the Risk Margin by BGN 98k.  

 

Capital Requirements Co mpliance  

The initial solvency position of Bulstrad Vienna  Insurance Group was 137% SCR and 393% MCR. 

Following the recalculation of the prudential parameters in accordance with Solvency II regulation, 

the Company achieved a level of SCR equal to 134% and MCR equal to 383%, thus being in 

compliance.  

 



 

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

As presented in the table on the side 

the majorit y of the capital 

requirements comes from Non -Life 

Underwriting Risk  and Market Risk. 

Specifically, exposure to Non-Life 

Underwriting Risk  is equal to 

approximately BGN 34.9m, whereas 

exposure to Market Risk is equal to 

approximately BGN 18.7m as at 

HY2016.  

 

The Non-life premium and reserve risk 

(BGN 33.63 m) and Non-life 

catastrophe risk (BGN 4.09 m) are the 

key components contributing to the 

Non-Life U/W risk.   

   

 

 

                                                                                                              

The majority of the exposure to 

Market Risk stems from the following 

risk sub-categories:  

1. Equity risk (BGN 8.08 m)  

2. Property risk (BGN 7 .36 m)  

3. Interest rate risk (BGN 5 .64 m)  

 

 

 

Reinsurance ą Effectiveness of Risk Transfer  

No significant findings reported.  

 

Corporate Governance, processes and internal control  framework, accounting policies  

i}z X¥£¦v¤¯Ċ© X¥¨¦¥¨vªz \¥¬z¨¤v¤xz v¤y ^¤ªz¨¤v¢ control framework is developed in relevance with 

the size, nature and complexity of the operations. Main findings and recommendations refer to IT 

(contract between undertaking and parent company as the companies share the IT infrastructure, 

maintenance and licences; documented IT continuity plan, manuals for system work flows) and 

reinsurance process reconciliation per line of business and per source of origination.  

  



 

 

12.  =Zod`> oVY ZkgdeZ_h`V oYgVkcddh^\jg^iZacV `VhV =h^> 

  
i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© composed of BGN 7.,3m Assets and BGN 1.,5m Liabilities leading to 

Own Funds amount of BGN 5.,98m. 

As a result of the IBSR , the Own Funds 

increased by BGN 116k.  

The initial solvency position of EZOK 

was 106% Solvency Margin as of 30 

June 2016 and has not changed 

following the exercise performed.  

 

 

 

 

The structure of the balance sheet is presented below:  

 

 
As analyzed below, total Assets increased by BGN 122k and  total Liabilities increased by BGN 6k.   

 

Assets  

On the assets side, main adjustment refers to computation of accrued interest which was not 

recorded by the company on the granted loans for the period of January ą June 2016 in amount of 

BGN 120 k.  



 

 

Other adjustments include reclassifications between assets categories, without impact in Own funds  

 

The main asset of the company amounting to BGN 4.,9k (67% of total assets) is represented by loans 

granted to related parties during the period 2009 -2012. Major part of these loans were overdue as 

of 30 June 2016 or have addendums signed for the prolongation of the initial maturity.  

During the period September 2016 ą November 2016 part of the loans were repaid or were sold to 

third parties.  

The reviewer had assessed the collectability of loans restructured/rescheduled, loans with extended 

maturities or loans with features outside the market practice, assessed information about 

counterparty credit risk, based on publicly available information and performed a credit analysis on 

the credit recipients with no indications of impairment on the loans granted as of 30 June 2016.  

 

Liabilities  

The tota l liabilities increased by BGN 5, due to the following adjustments proposed:  

Adjustments in liabilities other than technical provisions   

¶ Pension Benefit Obligations in crease by BGN 10. 

¶ Payables (trade, not insurance) increase by BGN 6. 

 

Adjustments in Technical Provisions  

 

 
 
On the liability side, the adjustments refer to the decrease in best estimate of reserves in amount of 

BGN 11k as a result of misstatements identified for equalization and claims reserve and an increase 

in provisions related to pension benefits provision i n amount of BGN 11k.  
 

Reinsurance ą Effectiveness of Risk Transfer:  

As per reviewer the Company does not have any reinsurance treaty in force during the analyzed 

period.  

  



 

 

Corporate Governance, processes and internal control framework, accounting policies:  

In relation to the corporate governance the reviewer recommends the Company to develop 

contingency plans regarding major risks that might affect the Company.  

Following the analysis of the accounting polices the reviewer recommends the Company to update 

the Accounting manual as to include sufficiently detailed description of the process of computing 

impairment provision for insurance receivables and to modify the Accounting policy accordingly and 

~£¦¢z£z¤ª vxx¨«v¢ wv©~© {¥¨ ª}z w¨¥¡z¨©Ċ x¥££~©©~¥¤©. 

  



 

 

13.  az¬ ^¤© =h^^> 

i}z X¥£¦v¤¯Ċ© Wv¢vnce Sheet is composed of BGN 193m Assets and BGN 139m Liabilities leading to 

Own Funds amount of BGN 54m. 

Basic Own Funds are comprised only 

by Tier I items and are equal to the 

excess of assets over liabilities.   

As a result of the IBSR exercise, the 

total assets decreased by BGN 110m 

and the total liabilities by BGN 98m .  

 

 

 

 

 

The structure of the balance sheet is presented below:  

 

 
 

As analyzed below, the total Assets decreased by BGN 110 m and the total L iabilities  decreased by 

BGN 98m. 

 

 
 



 

 

Assets  

On the assets side, main adjustments refer to decrease of BGN 52 m in Reinsurance recoverables as 

a result of the recomputed reinsurance share by the IER and the decrease of BGN 5 4m for future 

instalments, which are not yet due.  

Other adjustments on assets side include the following:  

¶ Decrease in Receivables (trade, not insurance) in amount of BGN 4,190 k as a result of the 

impairment proposed for the receivables from recourses . 

¶ Differences between the first Solvency II Balance Sheet received by the IER on 10 October 2016 

and the corrected Quantitative Reporting Templates (QRTs) subsequently received on 20 October 

2016 resulting in an increase of BGN 1,203 k for Reinsurance recover ables. 

¶ Decrease in Holdings in related undertakings in amount of BGN 1,805 as a result of the impairment 

proposed  

¶ Decrease in Property (other than for own use) in amount of BGN 842 thousands as a result of the 

independent assessment performed by the IER . 

¶ Increase in Deferred tax assets of BGN 1,301 thousands as a result of the BSE exercise 

adjustments proposed . 

¶ Reclassifications proposed with increase effects in both Receivables (trade, not insurance) and 

Payables (trade, not insurance) in amount of BGN 34 3 thousands. 

¶ Other adjustments include reclassifications among assets categories without impact in the Own 

Fund 

 

Liabilities  

Total liabilities decreased by BGN 98m, due to the following adjustments proposed:  

Adjustments in liabilities other than technical provisions   

¶ Decrease of BGN 276k of the Reinsurance payables related to reinsurance payables on minimum 

deposit premium  adjustment  

¶ Reclassifications proposed with increase effects in both Receivables (trade, not insurance) and 

Payables (trade, not insuranc e) in amount of BGN 343 k  

¶ Reclassification proposed from Payables category to DTL in amount of BGN 3,625k  

¶ Other adjustments include reclassifications between liabilities categories without impact in the 

Own Fund 

  



 

 

Adjustments in Technical Provisions  

The total amount of the adjustments is decrease by BGN 98,5 m and further breakdown is presented 

below:  

 

¶ Other Adjustments include differences between the first Solvency II Balance Sheet received by 

the IER on 10 October 2016 and the corrected Quantitativ e Reporting Templates (QRTs) 

subsequently received on 20 October 2016.  

¶ The Company does not create reserve for overhead expenses. The IER performed 

calculation for MTPL and Casco LoBs. Due to insignificant amount of potential 

overhead reserves for other Lo Bs (insignificant amount of claim reserves) the IER 

does not propose any adjustment for other LoBs.  

¶ Salvages and subrogations are not included in the claims triangles by the Company. 

The IER performed high-level estimation of expected recourses from claims  covered 

by the claim reserves.  

¶ The decrease of BGN 31m related to Claim Provision is caused by the following:   

Ʒ The Company does not create reserve for overhead expenses. The IER performed 

calculation for MTPL and Casco LoBs leading to an increase of BGN 2m.  

Ʒ Salvages and subrogations are not included in the claims triangles by the Company. The 

IER performed high-level estimation of expected recourses from claims covered by the 

claim reserves leading to a decrease of BGN 5m.  

Ʒ Regarding the estimation of IB NR, the IER considers that the method performed by the 

Company may not be line with the Best Estimate assumption of SII framework. The 

projection methods performed caused a decrease of BGN 28m.  

¶ The decrease of BGN 68m related to Premium Provision is cause d by the following:   

Ʒ Different assumptions used by the IER with regards to the Administrative Expense Ratio 

and Loss Ration.  

Ʒ Inclusion of future premiums in the calculation of Premium Provision.  

¶ The adjustment on Risk Margin comes from the adjustments p erformed on TPs and SCR. The IER 

did not receive the data used by the company, in order to justify the calculation performed.  

 

Capital Requirements Compliance  

The initial solvency position of Lev Ins was 148% SCR and 326% MCR. Following the recalculation of 

the prudential parameters in accordance with Solvency II regulation, the Company achieved a level 

of SCR equal to 103% and MCR equal to 258%, and is compliant.  

  



 

 

Reinsurance ą Effectiveness of Risk Transfer  

The IER analyzed XL MTPL treaty and clean-cut MTPL QS treaties for effectiveness of risk transfer.  

Regarding XL MTPL treaty, based on observed reinsurers share in reported claims, the IER observed 

that there is significant risk transfer. The IER analyzed the conditions of the clean -cut QS treaties. 

The IER identified that although the existence of sliding scale commission greatly reduces the actual 

risk transfer, compared to a QS treaty with constant commission ratio, there is a risk transfer under 

the treaty.  

The IER did not propose an adjustment for the effects from the QS clean cut reinsurance contract, 

however the IER presented as potential adjustments the following items:  

¶ Possible Reinsurance payables adjustment resulting from QS contract: BGN 16,238  

¶ Potential adjustment related to Reinsurance share in premium provision from QS contract: BGN 1,844 

 

 

Corporate Governance, processes and internal control framework, accounting policies   

 

The Company applies Corporate Governance requirements under Solvency II Directive since 01 

January, 2016. Because  of the close initial date of application of Solvency II (January 01, 2016), 

there are still items and guidelines which are in process of formalization into the internal policies and 

procedures.  

 

The Company has developed a common policy document containin g its accounting policies related to  

Solvency II reporting and IFRS Statutory reporting. The IER recommends the Company to establish a 

separate Solvency II accounting policy, including detailed and specific reference to DA 2015/35 and 

final report EIOPAȤBoSȤ15/113 ą IAS 40 for Solvency II reporting purposes.  

 

Limitations  

We note that some reconciliation issues have been identified on the QRTs submitted to the PM. A 

specific request has been sent on the pending items by the PM on Monday 30/1/2017.   

 

Therefore, the information provided in this report is limited on SCR/MCR ratios before and after 

adjustments.  
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to Own Funds amount of BGN 35m. 

Based on the outcome of the BSR, the 

insurance undertaking achieve the 

MCR 334% and SCR 88% as at 30 June 

2016 and a solvency margin of 274% 

as at 31 December 2015.  

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 9m.  

 

 

 

The structure of the bal ance sheet is presented below:  

 

 

Total assets include collateralised securities, listed for trading on two stock exchanges and also 

available on an OTC market, amounting to BGN 34 m and acquired by the Company on 30 June 2016 

when the securities were issu ed. The securities were acquired by the Company as part of a swap 

transaction (for the purposes of transferring of receivables of Bul ins in exchange of the securities).  

The receivables transferred included receivables on recourses, claims litigation rece ivables and 

written off receivables originated in previous years.  

The securities are subject to lock -in period and redemption subsequent to the lapse of the lock -in 

period. There is no restriction on the transferability of the securities on the secondary market. The 

collateral of the securities consist of Securitization bonds issued by the entity that acquired the 

receivables (securing the bonds) in its capacity as the Collateral Obligor.  There was no collection of 

funds on these receivables subsequent to  the swap transaction.  

The IER determined the fair value of the security based on subsequent sales and proposed an 

adjustment, as described below.  



 

 

 

As analyzed below, the total Assets decreased by BGN 45m and the total Liabilities decreased by BGN 

36m.  

Assets  

On the assets side, main adjustments refer to the downward adjustment proposed for Insurance and 

intermediaries receivables, in amount of BGN 34,7m comprising mainly the adjustment proposed for 

future premium adjustment of Insurance receivables in a mount of BGN 32,3m and for impairment of 

insurance receivables in amount of BGN 1,3m. A reclassification of BGN 16,1m was also proposed 

from reinsurance receivables to reinsurance recoverable (netted of by other actuarial adjustments).  

Other adjustments o n assets side include the following:  

¶ Downward adjustment for Investments of BGN 5,9m (including decrease in Collateralized 

securities valuation in amount of BGN 5,2m, decrease investment property valuation in amount 

of BGN 803k and an increase in fair valu e of government bonds of BGN 46k).  

The downward adjustment on Receivables (trade, not insurance) in amount of BGN 3,5m include 

mainly: a downward adjustment for receivables from litigations in amount of BGN 1,2m, downward 

adjustment for receivables from ce ssion contracts in amount of BGN 437k, adjustments proposed for 

other assets impairment and reclassification.   

 

Liabilities  

Total liabilities deceased by BGN 36m  due to the following adjustments proposed:  

Adjustments in liabilities other than technical pr ovisions   

¶ Decrease of BGN 764k Provisions other than technical provisions.  

¶ Yzx¨zv©z ¥{ W\c NAJ£ ~¤ ^¤©«¨v¤xz v¤y ~¤ªz¨£zy~v¨~z©Ċ ¦v¯vw¢z©C 

¶ Increase of BGN 6,4m in reinsurance payables.  

¶ Increase of BGN 867k in payables (trade not insurance).  

  



 

 

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 32,7m and further breakdown is presented below:  

 

 

 

¶ The total adjustment related to Claim Provision is caused by the following:   

Ʒ The Company does not create reserve for overhead expenses. The IER performed 

calculation for MTPL and Casco LoBs. Due to insignificant amount of potential overhead 

reserves for other LoBs (insignificant amount of claim reserves) the IER does not propose 

any adjustment for other LoBs given that the impact is immaterial. The calculation is 

based on paid-to-paid ratio on gross claim reserves.  

Ʒ With regards to the re -calculation of IBNR, the IER based the estimation for MTPL on 

separate triangles for Property D amage and Bodily Injuries claims. Even if the split is 

v¬v~¢vw¢z ~¤ ª}z x¥£¦v¤¯Ċ© yvªvwv©zA ª}z x¥£¦v¤¯ ¦z¨{¥¨£zy ª}z xv¢x«¢vª~¥¤ ¥¤ ª}z 

aggregated claims.  

Ʒ The IER identified technical mistakes in setting the RBNS. The Test performed on a sample 

of RBNS claims revealed an adjustment of BGN 1,8m in Technical Provisions.  

¶ The decrease of BGN 68m related to Premium Provision is caused by the following:   

Ʒ The Company has not taken into account into calculation future premiums to be paid by 

policyholders since t he respective amount was included in Insurance and intermediaries 

receivables. The IER performed recalculation including the cash flows of future premiums. 

The adjustment caused a decrease of BGN 33m in Best Estimate.  

Ʒ The IER proposed different assumptions  (Loss, Expense and Lapse ratios) to be used in 

the calculation of Premium Provision.  

Ʒ Adjustments on UPR were performed by the IER, since the company used the calculation 

net of DAC.    

¶ The adjustment on Risk Margin comes from the adjustments performed on TPs and SCR. The IER 

did not receive the data used by the company, in order to justify the calculation performed.  

  



 

 

Capital Requirements Compliance  

The initial solvency position of Bul Ins was 107% SCR and 352% MCR. Following the recalculation of 

the prudential parameters in accordance with Solvency II regulation, the Company achieved a level 

of SCR equal to 88% and MCR equal to 334% and is not compliant.  

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

As presented in the table on the side 

the majority of the capital 

requirements comes from Non -Life 

Underwriting Risk  and Counterparty 

Default  Risk. Specifically, exposure to 

Non-Life Underwriting Risk  is equal to 

approximately BGN 26m, whereas 

exposure to Counterparty Default risk  

is equal to approximately BGN 13m as 

at HY2016.  

 

The Non-life premium and reserve risk 

(BGN 25,7m) and Non-life catastrophe 

risk (BGN 1m) are the key components 

contributing to the Non -Life U/W risk.

   

  

 

 

 

                                                                                                               

Reinsurance ą Effectiveness of Ris k Transfer  

Based on reviewed treaties the IER has not found anything that would suggest that there is no risk 

transfer.   

The company has entered into a Quota Share Treaty on clean cut basis, which has significant positive 

impact on the Own funds and solve ncy position of the Company.  



 

 

The IER presented the following comments:  

Å The quota share clean cut contracts should be subject to a thorough regulatory review and 

analysis in order to verify the actual positive effect on the solvency position of the 

Company;  

Å If the Funds Withheld Account balance is considered as the actual cash flow and result of 

the contract, the effect would be a recognition of additional liability.   

Å i}z X¥£¦v¤¯ }v© ¤¥ª ¨zx¥|¤~°zy {«ª«¨z ¨z~¤©«¨z¨©Ċ ¦¨z£~«£© v¤y {«ª«¨z ¨z~¤©«¨v¤xz 

commission.  

If the effects from the QS clean cut reinsurance contract are analysed based on future cash flows, 

the following adjustments might be necessary, as presented in the IER report:  

Position  Effect in 

thousands 

BGN  
Reinsurance share in claims reserve  16,582  

Reinsurance share in premium provisions  (36,914)  

Additional liability to reinsurers ą ¨z¢vªzy ª¥ ćXzyzy x¢v~£© ¨z©z¨¬z ~¤ y«zĈ  (45,462)  

Total effect on Own funds   (65,794)  

 

The approach adopted by the Company was considered allowable under IFRS by the IER, and no 

adjustment was proposed.  

 

Corporate Governance, processes and internal control framework, accounting policies  

The Company has started the process of convergence to Solvency II Corporate Governa nce 

requirements but there are still areas, which need improvement, especially in the area of formal 

processes, procedures and approvals. Our detailed recommendations are listed in each section.   

The Company has outsourced activities (actuarial functions,  IT functions and investment 

management functions), which are not documented with sufficient details based on the Solvency II 

requirements. Also, several deficiencies were identified as regards IT general controls.  

It was recommended to the Company to con sider building a Reporting manual specifically designed 

for Solvency II purposes as the requirements under Solvency II may differ significantly from the ones 

applied by for statutory reporting purposes.  

  



 

 

15.  VhhZi ^¤©«¨v¤xz   

i}z X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© composed of BGN 12.8m Assets and BGN 4.8m Liabilities with  Own 

Funds amount of BGN 8m. 
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Tier 1 items: Ordinary share capital 

(gross of own shares) in value of BGN 

10.5m and Reconciliation reserve in 

value of BGN (4.4)m.  

Tier 2 item in value of BGN 1 .5m 

representing subordinated liabilities . 

Tier 3 item representing net deferred 

tax assets in value of BGN 435k.   

As a results of the IBSR exercise, the 

Own Funds decreased by BGN 6k. 

 

 

The adjusted SII Balance Sheet presents an excess of assets over liabilities of BGN 8 m, higher than 

MCR of BGN 7.4m and adjusted SCR of BGN 6.4m. 

  
The structure of the balance sheet is presented below:  

 

 
As analyzed below, the total Assets inc reased by BGN 18k and the total Liabilities increased by BGN 

24k.  
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Assets  
 

On the assets side, the adjustments resulted in a total increase of BGN 18k and mainly consist of:  

¶ Correction of fair value of government bonds ą decrease by BGN 27k following independent 

valuation made by the IER that has used Reuters/ Bloomberg bid price quotes as compared to the 

undertaking that uses the average price in the market as quoted by the Bulgarian Association of 

Supplementary Pension Security Companies.  

¶ Correction of reinsurance recoverables balance ą increase by BGN 45k - the reinsurance share in 

UPR has not been scaled up with the deducted costs.  

Liabilities:  

The only adjustment on liability side streams from the Technical Provisions and amounts to BGN  24k.  

Adjustment in liabilities other than technical provisions  

No adjustments have been performed affecting liabilities other than technical provisions.  

Adjustments in Technical Provisions  

The total amount of the adjustments is BGN 24k and further breakdown is presented below:  

 

 
 
 
¶ The IER performed adjustments on the assumptions of Acquisition, Ultimate Loss and Expense 

ratios.  The adjustment led to an increase of BGN 119k.  

¶ The Company does not create explicit reserve for overhead expenses, howev er the IER performed 

adjustment leading to increase of BGN 0.3k. 

¶ The Risk Margin decreased by BGN 80k since the IER used different assumption on the future run -

off pattern.  

Other issues identified  

The Company has a Minimum Capital Requirement of BGN 7.4m as per Insurance Code. This minimum 

capital requirement was not met as of 31 January 2016 so the Company took decision to increase 

its capital (basic own funds) by obtaining subordinate liabilities from the shareholders as per article 

165 (1) of the Code o f Insurance. Thus, on 28 March 2016 the Company signed contracts with its 7 

shareholders representing a legally binding commitment to subscribe and pay for subordinated 

liabilities on demand.  

 

The entity called up the funds and the amount was collected on 2 December 2016, as the 

shareholders has transferred BGN 1 ,5m to the Company.  



 

 

As at 30 June 2016, t he Company presented the amount as basic own funds (as per art 88 of SII) 

thus improving prudential ratios and recognized an asset for the amount receivable.  The IER noted 

that, despite the fact that no funds have been transferred to the Company effectively as of June 30, 

2016, the Company has called up the funds and thus they are not a commitment of the shareholders 

and should not be classified as ancillary f unds (as per art 89 of SII) as at 30 June 2016. Furthermore, 

as per the IER, the funds possess the features determining classification as Tier II basic own funds in 

accordance with art. 73 of Commission Delegated Regulation 2015_35.  

 

Capital Requirements C ompliance   

The initial solvency position of ASSET Insurance was 108 % SCR and 102% MCR. Following the 

recalculation of the prudential parameters in accordance with Solvency II regulation, the Company 

achieved a level of MCR equal to 103%. Due to the fact that the amount of SCR is lower than the 

amount of MCR, the required capital is set as the maximum amount between SCR and MCR, therefore 

is compliant.  

 

The results as at HY2016 after the adjustments performed by the IER are illustrated in the graph 

below presenting the breakdown of the SCR per risk category.  

 

As presented in the table on the side 

the majority of the capital 

requirements comes from Non-Life 

Underwriting  Risk and Market Risk. 

Specifically, exposure to Non-Life 

Underwriting Risk  is equal to 

approximately BGN 3.3m, whereas 

exposure to Market Risk is equal to 

approximately BGN 2.9m as at 

HY2016.  



 

 

 

The majority of the exposure to 

Market Risk stems from the following 

risk sub-categories:  

1. Concentration  risk (BGN 2.86 m)  

2. Spread risk (BGN 0.32 m)  

3. Interest rate risk (BGN 0 .2 m)  

 

 

 

The Non-life premium and reserve risk 

(BGN 2.66 m) and Non-life catastrophe risk (BGN 1 .4 m) are the key components contributing to the 

Non-Life U/W risk.  
 

 

Reinsurance ą Effectiveness of Risk Transfer  

The reviewer recommends the Company to perform an analysis of its operational result from 

reinsurance as per contract or lines of business. Also recommends the Company formalize a liquidity 

management ¦¨¥xzy«¨z v¦¦¢~zy {¥¨ v¤¯ ª~£~¤| £~©£vªx} wzªzz¤ x¢v~£©Ċ ¦ayments and reinsurance 

recoverable.  

Corporate Governance, processes and internal control framework, accounting policies  

i}z X¥£¦v¤¯Ċ© ©¯©ªz£ ¥{ |¥¬z¨¤v¤xz ~© yz©~|¤zy ©¥ v© ª¥ ¦¨¥¬~yz {¥¨ ©¥«¤y v¤y ¦¨«yz¤ª 

management of the business without establishing u nduly complex organizational structure 

considering the size of the Company. The IER noted that the Company has developed policies and 

procedures for most corporate governance areas but the process of Solvency II reporting still needs 

improvement and detail ed documentation as the Company has developed internal policies and 

procedures for statutory reporting purposes which do not encompass the specific regulatory 

requirements. Yet, the review did not result in identification of incorrect interpretation of acc ounting 

rules as imposed by the SII framework but best market practices in the insurance sector can be 

further researched and incorporated in the activities of the Company.  

Also, the IER observed that the Company does not perform any procedure for identif ying its related 

parties for Solvency II reporting purposes by using IAS 24 requirements.  

The lack of a specific Solvency II policy is also noted by the IER in regards of receivables from 

policyholders, the Company having a policy of recognizing the receiv ables from policyholders in 

accordance with statutory reporting requirements and performs adjustments to these receivables in 

order to be in line with SII framework. The adjustment refers to the elimination of the not due part of 

the receivables from polic yholders as of 30 June 2016.  
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The X¥£¦v¤¯Ċ© Wv¢v¤xz h}zzª ~© x¥£¦¥©zy ¥{ W\c GEJ£ V©©zª© v¤y W\c FI6.6 m Liabilities leading 

to Own Funds amount of BGN 58.4m. 

 

 
Basic own funds comprise of only Tier 

1 items and are equal to the excess of 

assets over liabilities of BGN 58.4m. 

As a result of the IBSR exercise, the 

Own Funds decreased by BGN 677k.  

 

 

 

 

 

The structure of the balance sheet is presented below:  

 

  
As analyzed below, the total Assets decreased by BGN 44 .3m and the total Liabilites decreased by 

BGN 43.7m.     

 
  


